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THE BABCOCK & WILCOX COMPANY 


FIFTY-NINTH ANNUAL REPORT 


NEw YORK, N. Y., February 29, 1940. 


TO THE STOCKHOLDERS: 


The Fifty-ninth Annual Report of The Babcock & Wilcox Company 
is submitted herewith. 


Consolidated net profit for the year 1939 amounted to $1,168,792 or 
$1.74 per share. This compares with a net loss of $3,089,191 for the 
previous year. The improved results were largely due to an increase in 
the volume of shipments. 


As a result of increased activity in all of the fields in which the 
Company’s products are used, orders received during the year were 
greater than those received during 1938 and consolidated unfilled orders 
were $23,248,345 on December 31, 1939, as compared with $14,790,997 
on December 31, 1938. Although the rate at which orders were received 
has decreased somewhat in recent months, present indications are that, 
due to the larger volume of orders on hand, the rate of operations for 
1940 should exceed those for 1939. 


Expenditures for property, plant and equipment during 1939 totaled 
$258,000 and further expenditures of $168,000 had been authorized but 
not completed at December 31, 1939. The Company’s plants are in good 
condition and are adequately equipped for its current business needs. 











Working capital, viz., the excess of current assets over current lia- 
bilities, increased during 1939 by some $1,638,000. Inventories and 
receivables were greater due to the financing of a larger volume of 
business. 


Experimental and research work is being carried on continuously, 
resulting in improvement in designs and products and in the use of the 
Company’s equipment. The effect of such work is cumulative and adds 
increasingly to the Company’s ability to meet customers’ requirements. 


There are submitted herewith consolidated balance sheet as of 
December 31, 1939, and consolidated profit and loss account and surplus 
account for the year 1939, of the parent company and its wholly owned 
subsidiaries—The Babcock & Wilcox Tube Company and National Drill 
& Manufacturing Company. The report of the auditors, Price, Waterhouse 
& Co., is attached. There are also submitted statements for the year 1938 
for purposes of comparison. 


The Board expresses its appreciation to the members of the organiza- 
tion for their efforts and loyalty during the past year. 


By Order of the Board of Directors 
A. G. PRATT, 


President. 


THE BABCOCK & 
AND WHOLLY OW 


CONSOLIDATED 
DECEMB: 
(With comparative figures 


ASSETS 
December 31, 


1939 1938 
CURRENT ASSETS: ee =e 
Cash in banks and on hand ...............--- $ 2,265,325 $ 2,201,369 


Accounts and notes receivable (less reserve 
for doubtful accounts and notes—1939, 


S117, 725: 19GB, BOG BES) ciccccnacsavaces 5,610,625 4,417,597 
Unbilled shipments and installations, at contract 

Se et ener Ee ee eee Py Te a eee 1,969,361 1,069,095 
Inventories of raw materials and _ supplies, 

work in progress and finished products... . 6,697,657 5,412,131 


(at cost, less reserves for obsolescence 
and estimated costs of partial ship- 
ments of contract work in progress) 


REE CP EIIES SI 8 io. wip era enn earn ao $16,542,968 $13,100,192 
ACCOUNTS AND NOTES RECEIVABLE, NOT CURRENT 
(less reserve—1939, none; 1938, $20,116) ..... $ 11,875 $ 18,750 
INVESTMENTS: 
Stocks of subsidiary companies more than 50% 
owned but not wholly owned, at cost...... $ 2,256,711 $ 2,330,711 
Stocks and bonds of other companies, at cost.. 2,376,872 2,339,450 
$ 4,633,583 $ 4,670,161 
EG — NNO. aso ooo oSSs eeS Sea caw oes 961,830 963,320 
$ 3,671,753 $ 3,706,841 
PROPERTY, PLANT AND EQUIPMENT: 
Active, at cost, less reserve for depreciation... $ 5,804,300 $ 6,152,623 
Idle (at reduced values determined by Board 
WE TDD kwikotes Kees WG RRO OKs ae sewe we 466,734 477,150 
$ 6,271,034 $ 6,629,773 
Oe Re SE Ee FORYNE ee eee oe PP mR Te em $ 1 $ 1 
Penh TOR ik 5 5 sda ks sna Sn newes Oks aneees $ 62,884 $ 90,330 


$26,560,515 $23,545,887 


VNILCOX COMPANY 
TED SUBSIDIARIES 


BALANCE SHEET 


R 31, 1939 


as at December 31, 1938) 
: 


LIABILITIES AND CAPITAL 


December 31, 
1939 1938 
CURRENT LIABILITIES: it coe 
RN, NO 5 bs 05k ko Rn aKa a kes Oe $ 2,255,455 $ 904,365 
PRRs: DANONE SO. DOMES kenccscccapceuceneccn 500,000 500,000 
Deere Vee oink 6 hSo 0s pede eis ewn 927,538 664,790 
Advance payments on contracts .............. 219,733 193,098 
Provision for additional costs on contracts .... 685,122 650,000 
Provision for Federal income tax ............ 129,200 4 
Total current liabilities ................. $ 4,717,048 $ 2,912,257 
RESERVES FOR CONTINGENCIES ......ccccccccesecs $ 419,935 $ 378,890 
CAPITAL STOCK AND SURPLUS: 
Capital stock without par value: 
Authorized—1,000,000 shares 
Issued — 681,000 shares ............ $17,600,000 $17,600,000 
Earned surplus, per attached statement ...... 4,024,473 2,855,681 
$21,624,473 $20,455,681 
Less—Capital stock held in treasury, at 
ecoat—O,080 SHOTS 2... ccc ccedccccens 200,941 200,941 
$21,423,532 $20,254,740 
$26,560,515 $23,545,887 





THE BABCOCK & WILCOX COMPANY 
and Wholly Owned Subsidiaries 


CONSOLIDATED PROFIT AND LOSS AND SURPLUS ACCOUNTS 


For the year ended December 31, 1939 
(With comparative figures for the year 1938) 


Year ended December 31, 





1939 1938 
Profit on operations, after selling, administrative and ipsa 
general expenses, including provision for doubtful 
accounts and notes, but before depreciation ..... $1,468,427 $ 3,045,777* 
Depreciation of active property, plant and equipment. . 577,618 603,076 
UGE: PRONE GE GHGFREIONS f.okieocn Sickie ceuss $ 890,809 $ 3,648,853* 
Other income: 
Income from investments, including dividends from 
subsidiary companies more than 50% owned 
but not wholly owned (see note) .......... $ 404,498 $ 65388,105 
I rere Be ot Oe On ee thee a oe ae 10,185 31,053 
$ 414,683 $ 569,158 
$1,305,492 $ 3,079,695* 
POCONE TM f a6 005 Soo eek eos ebict as staweestoee ss 7,500 9,492 
Profit before Federal income tax ........... $1,297,992 $ 3,089,187* 
Provision for Federal income tax ...............50+: 129,200 4 
Net profit for the year carried to surplus ... $1,168,792 $ 3,089,191* 
Surplus at Heriunineg Gof WORE .o. kiss cccicnecescescs 2,855,681 6,000,870 
$4,024,473 $ 2,911,679 
Deduct—Cash dividends declared .............. 55,998 
Surplus at end of year, per balance sheet ........... $4,024,475 $ 2,855,681 
*Indicates loss 
NOTES: 
Company’s equity in profits, less losses, of companies 
more than 50% owned but not wholly owned, less 
Ss GENIE oii duos bia bse econ caeea vers $ 33,088 $ 31,134 


The company has followed the policy of including in its results from operations an 
estimate of profits or losses on uncompleted contracts as the work progresses. 


In accordance with the policy adopted at December 31, 1938, the costs of additional 
work on installations completed were charged against reserves previously provided 
therefor, and provision was made for additional costs on installations in 1939 by 
charges against profit and loss at the time profits were taken up on such installa- 
tions. In prior years it was the general policy to charge additional costs on 
installations completed to profit and loss when actually expended and to make no 
provision for additional costs not definitely determined . Since the amount of the 
provision charged to profit and loss in 1939 corresponds closely with the actual 
costs incurred in that year, the change in accounting method does not materially 
affect proper comparison of the results from operations for the year 1939 with 
those for the year 1938. 











OPINION OF INDEPENDENT PUBLIC ACCOUNTANTS 
New York, February 28, 1940 


To the Board of Directors of 
THE Bascock & WILCOX COMPANY, 


We have examined the consolidated balance sheet of The 
Babcock & Wilcox Company and its wholly owned subsidiar- 
ies as at December 31, 1939 and the consolidated statement 
of profit and loss and surplus for the fiscal year then ended. 
We have reviewed the system of internal control and the 
accounting procedures of the companies and, without making 
a detailed audit of the transactions, have examined or tested 
accounting records of the companies and other supporting 
evidence by methods and to the extent we deemed appropriate. 


In our opinion, the accompanying consolidated balance 
sheet and related statement of profit and loss and surplus 
present fairly the position of The Babcock & Wilcox 
Company and its subsidiary companies at December 31, 1939 
and the results from operations for the fiscal year in confor- 
mity with generally accepted accounting principles applied on 
a basis consistent with that of the preceding year, except for 
the change in the method of accounting for costs of addi- 
tional work on installations completed which, in our opinion, 
does not materially affect proper comparison of the results 
from operations for the year 1939 with those for the year 
1938. 


PRICE, WATERHOUSE & Co. 
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ATLANTA, Ga. - - - Candler Bldg. 
Boston, Mass. - - - 49 Federal St. 
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CINCINNATI, O. - - - Carew Tower 
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Los ANGELES, CALIF. - 


New Orveans, La. 
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New York, N. Y. - - 85 Liberty St. 
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